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LOK SABHA 


The following Bill was introduced in Lok Sabha on 2nd March , 1993: 


BILL No. 15 OF 1993 
A Bill to provide for the transfer and vesting of the undertaking of thel 

Industrial Finance Corporation of India to and in the Company to be 
formed and registered as a Company under the Companies Act, 
1956 , and for matters connected therewith or incidental thereto and 
also to repeat the Industrial Finance Corporation Act, 1948 . 

BE it enacted by Parliament in the Forty -fourth Year of the Repubic of 
India as follows : 

1. (1) This Act may be called the Industrial Finance Corporation ( Trans 
fer of Undertaking and Repeal) Act, 1993 . 

(2 ) It shall be deemed to have come into force on the 1st day of October, 
1992 . 


Short 
title and 
com 
mence 
ment, 


Defini . 
tions . 


2 . In this Act, unless the context otherwise requires 

( a ) “ appointed day " means such date as the Central Government 
may , by notification in the Offical Gazette, appoint under section 3 : 

(b ) “ Company means the Industrial Finance Corporation of India 
Limited to be formed and registered under the Companies Act, 1956 ; 

(c ) " Corporation " means the Industrial Finance Corporation of India 
established under sub -section ( 1) of section 3 of the Industrial Finance 

Corporation Act, 1948 . 
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Under 

taking 
of the 
Corpora 
tion to 
vest in 
the Com 
pany . 


3. On such date as the Central Government may , by notification in the 
Official Gazette , appoint, there shall be transferred to , and vest in , the Com 
pany the undertaking of the Corporation , 


General 
effect of 
vesting 
of under 
taking 
in the 
Com 
pany . 


4 . ( 1) Every shareholder of the Corporation immediately before the 
appointed day shall be deemed to be registered on and from the appointed day 
as a shareholder of the Company to the extent of the face value of the shares 
held by such shareholder . 

(2) The undertaking of the Corporation which is transferred to and which 
vests in the Company under section 3 shall be deemed to include all business , 
assets, rights, powers, authorities and privileges and all properties, movable 
and immovable , real and personal, corporeal and incorporeal , in possession or 
reservation , present or contingent of whatever nature and wheresoever situate 
including lands, buildings, vehicles, cash balances, deposits, foreign currencies 
disclosed and undisclosed reserves, reserve fund , specal reserve fund , benevo 
Icnt reserve fund , any other fund, stocks, investments , shares , bonds debentures, 
security, management of any industrial concern , loans, advances and guaran 
tees given to industrial concerns, tenancies , leases and book debts and 
all other rights and interests arising out of such property as were immediately 
before the appointed day in the ownership , possess on or power of the Cor 
poration in relation to its undertaking , within or without India , all books of 
accounts, registers , records and documents relating thereto and shall also be 
deemed to include all borrowings, liabilities and obligat ons of whatever kind 
within or without India then subsisting of the Corporation in relation to its 
undertaking. 

( 3) All contracts, deeds, bonds, guarantees, powers of attorney , other ins 
truments and working arrangements subsisting immediately before the appoint 
ed day and affecting the Corporation shall cease to have effect or to be en 
forceable against the Corporation and shall be of as full force and effect 
against or in favour of the Company in which the undertaking of the Corpow . 
ration has vested by virtue of this Act and enforceable as fully and effectually 
as if instead of the Corporation , the Company had been named therein or 
had been a party thereto . 


.. 


. 


. 


. 


. 
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(4 ) Any proceeding or cause of action pending or existing immediately 
before the appointed day by or against the Corporation in relation to its under 
taking may, as from the appointed day , be continued and enforced by or against 
the Company in which the undertaking of the Corporation has vested by vir 
tue of this Act as it might have been enforced by or aga nist the Corporation 
if this Act had not been enacted and shall cease to be enforceable by or 
against the Corporation . 
: ::. 5 . With effect from the appointed day; al1 fiscal and other concessions , 
licences, benefits , privileges and exemptions granted to the Corporation in con 
nection with the affars and business of the Corporation under any law for the 
time being in force shall be deemd to have been granted to the Company , 


Conces 
sion , etc ., . 
to be 
deemed 
to have 
been 
granted 


to the 


Company . 
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6 . (1 ) Where any exemption from , or any assessment with respect to , any 
tax has been granted or made or any benefit by way of set off or carry forward 
of any unabsorbed depreciation or investment allowance or other allowance or 
loss has been extended or is available to the Corporation under the Income. 

Corporation under the Income 
tax Act, 1961, such exemption , assessment or benefit shall continue to have 
effect in relation to the Company . 


Tax 
exemp 
tion or 
benefit 
to continue 
to have 
effect. 


43 of 1961. 


43 of 1961. 


(2 ) Where any payment made by the Corporat on is exempt from deduc 
tion of tax at source under any provision of the Income- tax Act, 1961 such 
exemption will contiue to be available as if the provisions of the said Act 
made applicable to the Corporation were operative in relation to the Company . 


( 3) The transfer and vesting of the undertaking or any part thereof in terms 
of section 3 shall not be construed as a transfer within the meaning of the 
Income-tax Act, 1961 for the purposes of capital gains. 


43 of 1961. 


7. Any guarantee given for or in favour of the Corporation with respect 
to any loan , lcase finance or other assistance shall continue to be operative in 
relation to the Company . 


Guarantee 
to be 
operative , 


Provisions 
in respect 
of officers 
and 
other 
employees 
of Corpo 
ration , 


& . (1 ) Every officer or other employee of the Corporation (except a 
Director of the Board , Chairman or Managing Director) serving in the em 
ployment immediately before the appointed day shall , in so far as such officer 
or other emplovee is employed in connection with the undertaking which has 
Vested in the Company by virtue of this Act, become, as from the appointed 
day , an officer or , as the case may be, other employee of the Company and 
shall hold his office or service therein by the same tenure, at the same remu 
Deration , upon the same terms and conditions, with the same obligations and 
with the same rights and privileges as to leave , leave fare concession , welfare 
scheme, medical benefit scheme, insurance , provident fund , other funds, retire 
ment, voluntary retirement, gratuity and other benefits as he would have held 
under the Corporation if its undertaking had not vested in the Company and 
shall continue to do so as an officer or, as the case may be , other employee of 
the Company or until the expiry of a period of six months from the appointed 
day if such officer or other employee opts not to continue to be the officer or 
other employee of the Company within such period . 


(2 ) Where an officer or other employee of the Corporation opts under sub 
section (1) not to be in employment or service of the Company , such officer 
or other employee shall be deemed to have resigned . 


14 of 1947 


(3) Notwithstanding anything contained in the Industrial Disputes Act, 
1947 or in any other law for the time being in force , the transfer of the services 
of any officer or other employee of the Corporation to the Company shall pot 
entitle such officer or other employee to any compensation under this Act or 
under any other law for the time being in force and no such claim shall be 
entertained by any court, tribunal or other authority. 


(4) The officers and other employees who have retired before the appoint 
ed day from the service of the Corporation and are entitled to any benefits, 
rights or privileges shall be entitled to receive the some benefits , rights or privi 
leges from the Company . 
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(5 ) The trusts of the provident fund or the grauity fund of the Corpo 
ration and any other bodies created for the welfare of offrere or employces 
would continue to discharge their functions in the Company as - was being done 
hitherto in the Corporation and any tax exemption granted to thd provident 
fund or the gratuity fund would continue to be applied to the Company . . 


1 of 1956 . 


(6 ) Notwithstanding anything contained in this Act or in the Companies 
Act, 1956 or in any other law for the time being in force or in the regula 
tions of the Corporation , no Director of the Board , Chairman , Managing Dir 
ector of any other person entitled to manage the whole of sabitaxtihl- paft of 
the business and affairs of the Corporation shall be entitted 46 any condensation 
against the Corporation of the Company for the loss of office or for the prema 
ture termination of any contract of management entered into by him with the 
Corporation . 


* 


T 


. 


9. The Company shall be deemed to be a bank for the puspose of the 
Bankers Books Evidence Act, 1891 . 


Act 18 
1891 to 
apkly to 
the 
books 
of the 
Company . 
Shares, 
bonds and 
debentures 
to be 
deemed to 
be approche 
ved secu 
rities. 
Repeal 
and 
saving 
of Act 15 
of 1948. 


10 . Notwithstanding anything contained in any other law for the time 
being in force, the shares, bonds and debentures of the Company that de 
deemed to be approved securities for thepurposes of the Indian Trusts Act, 
1882 , the Insurance Act 1938 and the Banking Regulation Act, 1949. 


2 of 1882 . 
4 of 1938 . 
10 of 1949 . 


11. (1) On the appointed day, the Industrial Finance Corporation Act , 
-1948 shall stand repealed. 

(2) Notwithstanding the repeal of the Industrial Finance Corporation Act, 
1948 , the Company shall, so far as may be comply with the provisions of 
section 33 , 34 , 34A , 35 and 43 of the Act so repealed for any of the purposes 
related to the annual accounts of the Corporation . 


15 of 1948 . 


Repeal 
and 
saving . 


12. ( 1) The Industrial Finance Corporation ( Transfer of Undertaking and 
Repeal) Ordinance, 1993 is hereby repealed . 

(2) Notwithstanding the repeal of the Industrial Anahder Corporation 
( Transfer of Undertaking and Repeal) Ordinance, 1993 , anything done or any 
action taken under the said Ordinance , shall be deemed to have been done or 
taken under the corresponding provisions of this A et. 


Ord . S 
of 1993. 
Ord. 
5 of 1993 . 
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STATEMENT OF OBJECTS AND REASONS 


Continued decline in the availability of concessional funds from the Gov 
ernment and the Reserve Bank of India over the years as also the changes in 
the past several monihs in the financial sector have made it obligatory, for the 
Industrial Finance Corporation of India (IFCI) to raise resources largely - from 
the market . However, the industrial Finance Corporation Act, 1948 forbids 
IFCI s accessability to the market, only when backed by a Government guaran 
tec , and thereby prevents it from raising resources on competitive terms. Fur 
thier, the Act also provides for very dominant role to its major shareholder 
namely , the Industrial Development Bank of India , in the functioning of the 
IFCI. This is considered anomalous as the two institutions are competitors . 


2 . To deal with these problems and in particular to ensure greater flexibi 
lity and consequent ability of IFCI to respond to the needs of the fast chang 
ing financial system , the Industrial Finance Corporation ( Transfer of Under 
taking and Repeal) Ordinance , 1992 was promulgated on 1st October, 1992 . 
Subsequently , the Industrial Finance Corporation ( Transfer of Undertaking 
and Repeal) Bill, 1992 was introduced in the Lok Sabha on 30th November , 
1992 , The Bill could not be passed during the Winter Session of Parliament. 
As such the Industrial Finance Corporation ( Transfer of Undertaking and Re 
peal ) Ordinance, 1993 was promulgated by the President on 2nd January , 
1993 to replace the said Ordinance. The latter Ordinance provides for the 
establishment of a now Company under the Companies Act, 1956 to be known . 
as the Industrial Finance Corporation of India Limited to which the entire busi 
ness and functions of IFCI as well as all the assets and liabilities and the staff 
of IFCI will be transferred on the appointed day to be notified by the Gov . 
ernment and also to repeal the Industrial Finance Corporation Act, 1948 . 
Conversion of IFCI into a Company would also enable it to reshapc its busi 
ness strategies, provide greater autonomy, enter the capital market for resour 
ces, facilitate expansion of the equity base of the Corporation in future, and 
create a more levelled playing field across broadly similar financial institutions, 


3 . The Bill seeks to replace the Industrial Finance Corporation ( Transfer 
of Undertaking and Repcal) Ordinance, 1993 . 


ABRAR AHMED , 


NEW DELHI; 
The 11th February, 1993. 
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FINANCIAL MEMORANDUM 


My 


A company known as the Industrial Firrance Corporation of Fridia Limited 
is to - be-- formed and registered under the Companies Act, 1956 , as required 

lause 20 of the BH . For this purpose , registration and other charges 
( including subscription money) likely to be incurred by the Central Govern 
ment are estimatett at- Rs: 81 lakhs (Rupees Eighty one lakhs orly ) approxi 
mately, as nonrecurring expenditure . 


C . K . JAIN 
Secretary - Generel: 


D JY MANAGER , @ OVENIANT OF INDIA PRESA, VINTO ROAD , NEW OPHE 
AND FURLA BY THE CONTROLLER Or YUDLICATI )NS, OKLHI, 1993 . 


